WASBINGTON STATE LIQUOR CONTROL BOARD
INTEROFFICE CORRESPONDENCE

December 8, 2004

To: Chairman Mexritt Long
Board Member Vera Chan Ing
Board Member Roger Hoen

From: HeidiW]ﬁsman,AnﬁngDirectoranhasing
Steve Burnell, Wine Program Manager

Subject: “WINE STRATEGY 7—RETAIL PRICING IMPLEMENTATION RECOMMENDATION

liackground

The Board approved the Wine Strategy Implementation Plan in Joly 2004. This five-year plan
encompasses seven different strategies to improve the wine program in WSLCB retail outlets, including
the following short and long term elements which meke up strategy seven, Retail Pricing:

. Short Term ;
o Complete a pricing aualysis on the top 100 sclling LCB wines by August 27, 2004 fo
determine which itemas are below the market price
o For those ifems below the market price the LCB will increase the markup fornmla on those
itetns to have the LCB retail price reflect the market price
Long Term
o TUse the LCB market share to determine foture consideration for markup increases. I the
LCB share rises to over 10% as compared with the private sector a markup price increase
will take place. :

Regarding the short-term strategy, staff recently completed analysis of the LCB’s average retail price for
the top 100 sellingﬁm(bnsedmcasesﬂcs)heompqi_sonbthosvmgemaﬂmtpﬁcnofﬂmem
wines when sold by private retailers. Completion of the price snalysis was delayed due to retircment of
key staff from the Purchasing Division and competing priority projects.

For the snalysis, ACNielsen average prices where compared to the Board’s average price for a 52-week
period. This analysis showed that on average, the LCB prices were 13 percent lower them the Niclsen

||  PLAINTIFF'S
/s shown by the Executive Summary in “A Conparison of Wine Prices”, making price comparisons  f§l  EXHIBIT . =
between the state wine prices and those of the various private retail chanels, with differing business Ry g :
models, is a complex and difficult process that does not provide one absolute conclusion. The same held || CASE :
true for this most recent price comparison conducted by staff. : No. CV04-0360P |}

The following recommendation for implementation of strategy scven is besed on this most recent price EXH!E]T ‘ : i
analysis data, the overall Wine Steategy Implementation Plan aud the information used to develop it, the §{ NO.© - 224 :
LCB’s Stiategic and Retail Business plang, and in considerstion of all LCB stakeholders, — e
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Goal of Recommendation

Tmplement 2 price adjustment that is in alignment with the Shoxt Term Strategy, allows for a degree of
price parity on the top 100 wines sold by both the Board and private retailers, and positions the Board for
2 smooth transition into the Long Term strategy. _

Recommendation

Short Term Irmplementation
Effective January 1, 2005, adjust retail prices on the top 100 wines to reflect the
average murket price shown in the Niclsen data.

JLong Term Implementation
Monitor and review the price adjustment effeci on market share, sales, and revenve. If

the LCR share rises to over 10% as compared with the private sector a markup price
increase will take place. '
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